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own express language. is only legally cffective for customers who have selected SNET as their
long distance carmricr. In promoting PIC freezes. SNET is clearly motivared by 2 desire to freeze
in place its own long distance custormers, and not (o protect customers generally against
slamming. SNET's targeted advertising campaign works in conju_nction with other ‘

discriminatory and anti~competitive measures. SNET sales agents, for example, routincly

encourage customers

to authorize PIC freezes, but generally only afier the customer has selected SNET Jong-distance
as part of their package.

Furthermore, before potential customers sefect SNET, SNET saics reptesentatives have
discominatory access to information about-a customet’s PIC freeze, while competing
interexchange camers do not. SNET abuses this monopoly access. Thus, a SNET representative
can enswre that a customer consents to ag override of his PIC freeze at the same time that he
requests 1o switch from a competing cartier to SNET. A competing carrier, deprived of the same
information, does not learn from SNET that a PIC freeze prevents the change @til after it has
utilized thicd-party verification and submirted the order to SNET. |

Mcanwhile, avajlable procedurcs to remove PIC freczes are cumbersome and ineffective.
Once MCI leams of sales that have been rejected because of PIC freezes, it must engage
customer scrvice personnel to try 1o have the freezes removed by calling the new customers and
setung up three-way conference calls with SNET representatives. Clearly, if MCI had known
that a customer’s PIC was frozen during the tnitial sales call, when SNET sales representarives
have this information, MCI could do what SNET presumnably does — conduct a three way

conference during the initial telemarketing solicitation when the service was successfully sold.
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This discrimination ensures that only an incumbent LEC can wield PIC freezes as a shicld
against competition, because the incumbent LEC has sole control of the mechanism for creating
and removing PIC freczes, as well as sole conuol of the information as to which customers have
PIC freczcs.
| MCI submits that the PIC freeze practices described above constiture  violation of

Scction 201(b) of the C;)znmtmications Act of 1934, as amended, which requires that all carrier
practices be “just and rcasonable.” Incumbent LECs are exploiting their local monepoly power
to insulate themselves from interexchange scrvice competition and from potenual local
compectition by impeding the ability of consumers 10 move easily from their affiliated companies
to other carriers. PIC freezing also results in substantial confusion among consumers at a time
whep significant and complex telecommunications changes are occurting and will continue to
occur. Public intcrest factors require, then, that the Commission take action to climinate thus
confusion whenever it arises as a result of carrier undertakings designed to fucl such confusion or

which, in fact, result in confusion.

For thesc rcasons, the Commission should adopt a rule that would read essentially as

follows:

§64.1200 Requirements Pertaining To PIC Freczes and Carrier Restrictions

() Carriers are prohibited from engaging in any practices, including soliciting.
marketing. or employing PIC freeze or other carrier restrictions, that have the purpose or effect of
impeding competition or unreasonably restricting consumer choice.

(b) Any carrier or its agent permitiing consumers to affect, via a PIC freeze or other
mechanism, the normal procedurcs for sefecting a change in carrier. qust:

(1) In no way or manner acquire the PIC freeze through consumer solicitations thar are
decepuve or misleading;
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(2) In no way or manner favor through the solicitations rcferred to in (b)(1). above, agy
affiliated camrier;

(3) Fumish upon reasonable request and on a reasonablc basis, 10 any requesting castier,
the name =nd telephone number of all consumers who have in cffect 2 PIC frecze and Jor local,

intral. AT A or intecL ATA carrier restrictions on their accounts. If requested, this information
must be furnished el

ectronically or through an automated feed and with updates on a-daily basis;
and :

(4) Ca-operata with other carricrs and affected consumers in any reasonable manner to
rernove an existing PIC frecze or carrier restriction so that a new carrier can replace 2 current
carrier as prompuly as possible. This co-operation must include offering the functionality to
conduct a three-way telephone conference between the consumer, the current carrier, and the gew
carrier; the receipt and efficient processing of written or oral coosumer requests to unfreeze the
PIC or to remove the carrier restriction; or any other reasagable method designed to implement
promptly the consumer’s right to choose from arnong competing carriers. Third party venfication
of a consumer's request to switch carriers in compliance with Section 64.1100 of the
Commission's rules is sufficient to remove a PIC freeze or carmer restriction.

Respectfully submitted,

MCI TELECOMMUNICATIONS CORPORATION

By: [/%(f 4/ “,:71{/( onfe
Mary 4. Sisek
M . Brown

1801 Peansylvania Avenue, NW
Washington, DC 20006

(202) 887-2006

[ts Attomeys

Dated: March (8. 1997
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o) PUBLIC NOTICE

s FEDERAL COMMUNICATIONS COMMISSION

1919 M STREET N.W.
WASHINGTON, D.C. 20554 /&45’06’?7.2—

News Media nformation 2024184500 Revorded fisting of cdeases nad texts 202/418.2222

Released: May §, 1997

PETITION FOR RULEMAKING FILED
File No. CCB/CPD 97-19
Pleading Cvcle Established

(RM-9083)
COMMENTS: June 4, 1997

REPLY COMMENTS: June 19, 1997

On March 18, 1997, MCE Telecommunications Corporation (MCI) filed a petition for
rulemaking pursuant to Section 1.401 of the Commission’s Rules, 47 CF.R. §1.401. Inits
petidon, MCI requests that the Commission institute 2 rulemaking to regulatc the solicitation,
by any local cxcbange carrier of its agent, of primary intcrexchange carrier (PIC) “freezes™ or
other carrier restrictions on a consumer’s sbility to switch its choice of interexchange
(interLATA and intralLATA toll) and local exchange camer.

MCI defines & "PIC freeze” as a "product or service offered by a local exchange
carrier [LEC] to its customers, whereby the LEC promises not 1o change or modify the
customer's service without direct instruction from the customer himself." The typical method
of executing customer switches of interexchange service, as described by MCI, includes the
long-distance carrier: making the sale to the customer; obtaining the customer’s verbal or
written authorization to switch the service; verifying the sale through third party verification;
and acting as the agent of the customet and carrying out the authorization by carrier-to-carrier
electronic feed to the LEC t0 accomplish the switch. According 1 MC, a PIC freeze
requires the customer to contact the LEC directly, cither orally or in writing, to switch its  ~
choice of interexchange carrier (IXC), and therefore prohibits an IXC from acting as the agent
of a customer. MCI maintains that, although the LECs claim that they offer this service to
prevent “slamming” (i.c., the unauthorized change of 2 customer’s preferred IXC), PIC freezes
are a strategic tool to impede effective competition by shiclding a particular LEC’s customer

DA- 97-942



base from competitors.

Pursuant to Section 1.405 of the Commission's Rules, 47 C.F.R. § 1.405, interested
partics may file a statement in support of, or in opposition to, this petition not later than June
4, 1997. Replies must be filed by June 19, 1997. When filing comments and/or replies
please refer to the following internal file pumber: CCB/CPD 97-19.

An original and four copics of all comments and replies must be filed in accordance
with Section 1.51(¢) of the Commission’s Rules, 47 C.F.R. § 1.51(c). In addition, one copy
of each pleading must be filed with International Transcription Services (ITS), the
Commission’s duplicating contractor, a1 2100 M Sueet, N.W., Suite 140, Washington, D.C.
20037, and one copy with the Chief, Competitive Pricing Division, Common Carrier Bureau
Room 518, 1919 M Streer, N.W.,, Washington, D.C. 20554.

For further information, contact William Bailey, Compenuvc Pricing Division,
Common Carrier Burean, (202) 418-1530.

-FCC-

*k TOTAL PAGE . UHB4 *x
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Before the
FEDERAL COMMUNICATIONS COMMISSION
Washington, D.C. 20554

In the Matter of*

Policies and Rules Pertaining to
Local Exchange Carrier “Freezes”
on Consumer Choices of Primary
Local Exchange or Interexchange
Carriers

File No. CCB/CPD 97-19
RM-9085

(RS WP S 4

SNET COMMENTS IN OPPOSITION TO MCI’S PETITION FOR RULEMAKING

The Southerm New England Telephone Company (SNET) respectfully subxmts
these Comments in opposition to the Petition for Rulemaking filed by MCI
Telecommunications Corporation (MCI) on March 18,1997 In its Petition, MC1
requests that the Federal Communications Commission (Commission) institute a
rulemaking to regulate the solicitation, by any local exchange carrier (LEC) or its agent,
of primary interexchange carrier (PIC) “freezes™ or other carrier restrictions on a
consumer’s ability to switch its choice of interexchange and local exchange carrier.

In these Comments, SNET argues that MCI's Petition is premature and should be
dismissed. The Telecommunications Act of 1996," which declared illegal the
unauthorized change of a customer’s long distance carﬁcr (otherwise known as

“slarnming™), mandates that the Commission establish rules necessary to protect

' FCC Public Notice released May 5, 1997, established that comments are dus on June 4, 1997, and Reply
Comments are due to be filed on June 19, 1997, File No. CCB\CPD 97-19, RM-9085.
? SNET generally denies the allegations which MCI levels at SNET in its Petition. SNET will not respond

to MCl's specific aliegations in these Comments, due to lnugudon between the two oompanics eutmndy
pending in federal court. M 00 3

Telecommunications Comoration, at. al., Na. 3:97 cv 008[0 (AHN) Oomphmt.dmd Apru 29 1997.
* Pub. L. No. 104-104, 110 Stat. 56 (codified at 47 U.S.C. §§ 151 er. seq.) (1996 Act).




consumers from this itlegal practice. Thus, the Commission should dismiss MCI's
Petition and instead, should consider the issue of PIC freezes as part of its overall
consideration of slamming issues pursuant to the Act. SNET also argues that, in any .

event, the rules proposed in MCI's Petition are unnecessary and should not be adopted by

the Commission.

L INTRODUCTION

Unauthorized PIC changes, known as “slanmiing," plague consumers throughout
the country, including Connecticut. As of November 1996, slamming was the number
one consumer complaint at the Commission’s Common Carrier Bureau.* In 1994, the
Commission logged 3,301 slamming complaints, up from 1,817 the previous year.® By
July of 1995, monthly slamming complaints were up threefold from the previous year®
The year ended with the Commission logging more than 10,000 slamming com.pla.ints.7
In addition, in Connecticut, the state’s own Department of Public ﬁtility Control was
itself a victim of slamming in 19961

These figures make it clear that interexchange carriers (IXCs) have taken
advantage of their deregulated freedom and, instead of competing fairly, many simply

switch consumers’ long distance carriers without their express approval.’ In fact, on

227, Nov, 1996, at 227.

* Corcoran & Mills, Lang Distance: When the “Slam™ lsn’t So Grand, Washington Post, Mar. 4, 1995, at
D1, D7.
¢ Naik,

: : 2, Wall
St . , July 26, 1995 St AL

? Gilgogg, mmmmmmmmmm:m Newsday, Apr.
23 1996, at F3.

Emnmcm.smm CT Post, Dec. 17, 1996, at C1.
Danicl at 228-29.



January 23, 1996, the Commumission proposed fines against AT&T and MCI for switching
consurmers to their service without their approval. Both AT&T and MCI have been
accused of slamrming since the ealy 1990s.'

A PIC freeze is a service offered by LECs which allows customers to place a
freeze on their lines so that PIC changes cannot be processed without specific
authorization directly from the customer. In 1990, SNET began offering PIC freezes to
its customers as a means to protect their interstate long distance service.!! Due to the
significant increase in slarnming complaints over the past several years, SNET has
recently begun to actively market this offering in order to protect customers from these
unauthorized PIC changes. It is important to note that Carrier Choice Protection is an
optional service, and is available to customers of any IXC, not just SNET long distance
customers. It is also important to note that, when SNET instituted its PIC freeze option in
1990, the intrastate market in Connecticut was not yet open to competition. SNET began
offering Carrier Choice Protection simply because customers wanted the service in order

to protect their interstate service against slamming.?

2, 1996, 1996 FCC Lms 219 ECQRmssaﬁninz.MC[md_AI&LfoL_Slnmmnz. Wall St 1., Im
24 1996, at 8.

' SNET markets its PIC freeze service, known as Carrier Choice Protection, to its long distance
customers. Carrier Choice Protection is optional and is not a condition of SNET All Distance service.
" Customers felt powerless against these unauthorized PIC changes. Increased demand grew for & service
that would provide protection: to the customer’s choice of IXC. Today, customers still desire such
protection, as evidenced by a recent letter to the editor of a Connecticut newspaper which expresses one
customer's frustration at being slammed and praises SNET s PIC freeze option as a way to protect
customer choice (see Attachment A).



11 PIC FREEZES SERVE AN IMPORTANT PUBLIC INTEREST BY
PROTECTING CONSUMERS FROM UNAUTHORIZED PIC CHANGES.

The significant rise in the number of unauthorized PIC changes by IXCs over the
past few years has created & need to protect consumers from this phenomenon of |
slamming. IﬁC freezes serve this need by prohibiting a camier from changing a
customer's long distance carrier without the express permission of the customer. PIC
freezes, therefore, serve an important public interest. In fact, the Commission itself has
identified PIC freczes as a method to prevent slamming and “encourage(s] entities such
as LECs to take additional steps that might help reduce slamming in their service area
In addition, the Connecticut Department of Public Utility Control has stated that it
recommends that consumers utilize PIC freezes to ward off slamming, a practice about
which the Department is very concemed."

The Commission has also ruled that other similar-PIC change verification
procedures employed by LECs are important means of protecting customers from
slamming. In RC) Long Distance. Inc, v. New York Telephone Co.. et al,'* the
Commission ruled that the PIC change procedures used by NYNEX and Bell Atlantic
regarding payphones do not violate the Communications Act of 1934, as amended, or the
Commission’s PIC change rules or order. Specifically, in order to reduce the number of

unauthorized PIC changes, NYNEX would not accept automated PIC changes for its

payphones, and required IXCs to forward PIC changes via mail or fax for manual

¥ Ppolicies and Rules Concerning Unauthorized Changes of Consumers® Long Distance Carriers, Report
and Order, 10 FCC Red 9560, 9574 n. 58 (1995).
 See MCI Demands Probe of SNET Pmctice, New Haven Register, March 21, 1997, 2t D1, DS. In
addition, the DPUC stated that aithough it is more difficult to switch carriers, once a PIC freeze is in place,
“thc protection from slamming is worth the inconvenience.” Id. at DI,

* 11 FCC Red 8090 (July 11, 1996).



processing by NYNEX. In addition, NYNEX contacted payphone customers directly to
confirm that a PIC change was in fact authorized.® Likewise, Bell Atlantic required
IXCsto mb@t PIC change requests for payphones either by mail or fax (subject to
telephonic confinmation between Bell Atlantic and the customer), or by initiating a three-
way call among the customer, the IXC and Bell Atlantic, in order to obtain the customer's
verbal confirmation.'”

In the RCI case, the Commission held that the PIC change practices employed by
NYNEX and Bell Atlantic were consistent with both the Act and the Comumission’s rules
and were, in fact, necessary to protect customers against slamming. Further, the
Commission noted that, contrary to RCI’s allegations, the defendants had not improperly
supplemented the Commission’s PIC change verification procedures with additional
requirements.'® The Commission reasoned that its PIC change verification procedures
“contro} the IXC’s behavior during the telemarketing process (i.e., before the IXC
submits its PIC change requests to the LEC). In contrast, defendants’ internal processing
procedures govern the relationship between IXCs and the LECs after an IXC has had the
opportunity to confirm the validity of a payphone subscriber’s PIC change via one of the
four verification options [prescribed by the Cormmission}.™’ Thus, the procoduiés

employed by NYNEX and Bell Atlantic do not add to the Commission’s rules governing

% 1d. 2t 8092.

' 1d. at 8092-92.
' 1d. at 8697.
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the IXC’s relationship with its subscribers, but rather, the procedures serve to confirm
that the IXC has actually complied with the Commission’s rules in the first place.”’
Furthermore, the Commission stated that NYNEX and Belt Atiantic have a
“general ob!iéation to protect their customers from fraud and other deceptive or
misleading practices that could adversely affect their telephone service.”?! Indeed, SNET
instituted its PIC freeze option in an effort to fulfill this obligation to its customers and

provide them the means to protect their service from unauthorized PIC changes.

1l.  PIC FREEZES DO NOT IMPEDE COMPETITION.

Contrary to MCI’s assertions, PIC freezes do not impede competition. The PIC
freeze does not deny customers the right to switch carriers. It simply prevents a carrier
from slamming a customer in violation of the Commission’s rules. Customers can still
effect a PIC change if they so desire. They simply need to provide their LEC with
express authorization to implement the change. Once this authorization is received, the
LEC then changes the customer’s PIC.

In fact, the experience in the Connecticut telecommunications market provides
clear evidence that PIC freezes do not impede competition. For instance, SNET instituted
PIC freezes prior to instate equal access. Now that the state is 100% converted to equal
access and the market is wide open, the instate toll market is so competitive that the

Connecticut Department of Public Utility Control has found the instate toll product to be

™ 14 at 8097-98.
14 at 8098.



fully competitive under Connecticut taw.2 Clearly, competition in Connecticut has
flourished and has not, in any way, been impeded by SNETs PIC freeze option.
Furthermore, MCI’s assertions that LECs misuse PIC freezes in order to refuse ta
implement customers® requests to change carriers is simply untrue. SNET has never
refused to implement a PIC change once it has received express authorization from the

customer to do so. MCI has not presented, and indeed can not present, any evidence to

show that LECs abuse the PIC freeze in such a manner.

IV.  SNET’S DIRECT MAIL SOLICITATION REGARDING CARRIER CHOICE
PROTECTION IS NOT MISLEADING.

Contrary to MCI's allegations, SNET s direct mail solicitation regarding Carrier
Choice Protection is not misleading. The solicitation clearly states that the customer’s
SNET long distance lines will not be switched unless the customer gives his express
written or verbal consent. 1t is clear, therefore, that SNET's PIC freeze authorization

fully apprises the customer of what action must be taken should the customer later decide

to switch carriers.

V. THE RULES PROPOSED BY MCI IN ITS PETITION ARE UNNECESSARY.
The rules proposed by MCl in its Petition for Rulemaking are unnccessary, as
Section 258 of the 1996 Act mandates that the Commission establish rules regarding

slamming and related issues. Thus, MCI’s Petition for Rulemaking is premature and

= Sex decision dated November 27, 1996 in Docket No. 96-06-23, Application of SNET for Apnroval to
Reclassify Message Toll Scrvice from the Non-Competitive Catepory to Competitive.



should be dismissed. In any event, the rules proposed by MCI are unnecessary and
should not be aAOpted by the Commission.

SpeCiﬁgally, the first rule proposed by MCI® cleatly contravenes the intent of the
Commission, as expressed in its Report and Order on Policies and Rules Concerning
Unauthorized Changes of Consumers’ Long Distance Carriers.? As mentioned
previously, in that order the Commission identified PIC freezes as an important tool to
prevent slamming. MCI‘s proposed rule would prohibit LECs from employing and
soliciting PIC freezes. As described above, the PIC freeze is an important tool necessary
to protect consumers against the increasingly prevalent phenomenon of slamming. In
addition, PIC freezes do not impede competition and are, in fact, a response to a
demonstrated customer need.

The second rule proposed by MCI, specifically proposed section 64.1200(b)(3), is
also unacceptable. This rule would require carriers offering PIC freezes to furnish, upon
request (and update clectronically on a daily basis) to any carrier, the name and telephone
number of all consumers who have PIC freezes on their accounts. This proposed rule
clearly violates the privacy rights of customers and their expectation that such
information, voluntarily given by customers to LECs in an effort to protect their?ong
distance service, will not be fumished to other carriers. It is such privacy interests that

are protected by the intent of the Act and shoutd not, therefore, be violated in the context

of PIC freeze requests. In addition, implementation of this rule would permit abuse of

B Proposed section 64.1200(a).
X 10 FCC Red 9560, 9574 1. 58 (1995).



customer information for marketing or other purposes, in violation of the Commission’s
rules.

Finally, section 64.1200(b)(4) of MCI's proposed rules is completely
unnecessary. ATh.is section would require that carriers offering PIC freezes “co-operate
with other carriers and affected consumers” to remove an existing PIC freeze so that a
ncw carrier can replace a current carrier as promptly as possible. This is exactly what
SNET does teday. As mentioned previously, once SNET receives a customer’s express
authorization to change carriers, SNET promptly removes the PIC freeze and implements

the requested change. With regard to PIC chaoges and PIC freeze removals, SNET has
fully cooperated with other carriers and with all affected consumers, and will continue to

do so in the future.

VI. CONCLUSION

PIC freczes serve to protect customers’ carrier choice while allowing carriers to
submit authorized changes to LECs. As described above, LECs’ PIC freeze practices are
reasonable, further the public interest, do not impede competition and do not violate the
provisions of either the Communications Act of 1934, as amended, or the
Telecommunications Act of 1996. The 1996 Act mandates that the Commission establish
rules regarding slamming and related issues. Thus, MCI's Petition for Rulemaking
should be dismissed and the Commission should consider the issue of PIC freezes as part

of its overall consideration of slamming issues pursuant to the Act. In any event, the



rules proposed by MCI are unnecessary and should not be adopted by the Commission.

Respectfully submitted,

THE SOUTHERN NEW ENGLAND
TELEPHONE COMPANY

By: LAy, S. g\m\'ﬁ\

Wendy S. Bluemling
Director - Repulatory Affairs
227 Church Street

New Haven, CT 06510
(203) 771-8514

June 4, 1997
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Aftachment A

Phone company 'slamming* should be illegal

oot 1 compeny camme oo
company came -
pess, and have been very satisficd
mth their service. Howevey, imag-
my surpcise & opening m,

telephone bill 1o I:‘o:llﬂ hnd‘beci
“slammed” and switched to AT&T
- 0ot once, but twice,

I contacted the Public Utlities
Commission and my congressmen,
1s well s botk telephone compa-
pies. T was inf that the only

way 10 stop slamming was to have

a2 “pick freeze” put on my service
wg‘%NBT‘ Then no one could
change me unless § was contacted
first to request my pecrmilssion. -
Because of the slamming and
g;e dlunge og%y carrier, { could
ve lost my Sprint priodity points,
Due o mcchgumsunm. howev-
er, Sprint gave them bk to me,
1 believe that the customer
should have the dght to choote

which ever telephone y he
or she prttm,eg‘ ling " th

. gcesu pick your carier,

lamming ~ should

be against the law, It is n very
wrong way to get buginess.

I d _SNET for having
the “pick freeze™ opdon. This does
not nwean you cannot choose your
carrier; it says. ruther, that oace

cannot
without

arbitrarily chang
YOU Believe 5 1s the American

way: freadom of choice,
. Ane Lois Stoddard
. Baatard

New Haven Register
May 23, 1997

Page A10

{Letter to Editor)
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Before the
FEDERAL COMMUNICATIONS COMMISSION
Washington, D.C. 20554

In the Matter of

to Local Exchange Carrier
*Freezes* on Consumer Choices
of Primary Local Exchange or
Interexchange Carriers

)

)

Policies and Rules Pertaining )
)

)

* File No. CCB/CPD 97-19°

MCI Telecommunications Corp.
Petition for Rulemaking

)
)
)
)
)
ATET COMMENTS

Pursuant to Section 1.415 of the Commisgion's
Rules, 47 C.F.R. § 1.415, and the Commission‘s May S,
1997 Public Notice (DA 97-942), AT&T Corp. ("ATET")
submits these comments on the above-captioned petition by
MCI Telecommunications Corp. ("MCI"), requesting that the
Commission institute a rulggaking to régulace the
solicitation of carrier selection 'ffeezes“by local
exchange carriers (*LECs"). As MCI's petition
convincingly demonstrates, there is an urgent need for
the Commissicn to prevent LEC misuse of the freeze
mechanism to throttle incipient competition in the
intraLATA toll and local markets, and to leverage the
LECs' local exchange monopolies as those carriers seek to
enter the competitive interexchange marketplace.

Carrier selection freezes were originally

developed by the LECs as a means of controlling



“glamming, * the unauthorized changing of an end user's
primary interxexchange carrier ("PIC")., By xequesting a
carrier selection freeze on their service, end users
could instruct their LEC not to implement a change in
their designated interexchange caxrier ("IXC") unless the
LEC is expressly authorized to do so, either orally or in

writing, by the end user. 1In the absence of such express

customer authorization, primary interexchange carrier
("PIC") changes submitted directly to the LEC by an IXC
would be rejected. With the advent of intralATA toll and
local competition, the freeze procedure now may also be
applied by LECs to those carrier selections.

When impartially implemented, the freeze
mechanism can provide a ugeful adjunct to other
regqulatory compliance and enforcement procedures for
coﬁtrolling slamming. AT&T has long sﬁpported the
availability of carrier freezes for this purpose; indeed,
as early as 1990, AT&T proposed that LECs be required to
offer a PIC freeze option to end users as a consumer

protection measure.

However, recent experience shows that LECs areh
now extensively misusing the carrier freeze procedure in
order to advantage themselves when entering the
interexchange marketplace, and to further entrench their
;wn intraLATA toll and <local service monopolies againsat
new entrants. This serious anticompetitive potential was

not present when the freeze procedure was first adopted,



because the largest LECs did not then operate in the
interexchange services market, and competition in the
provision of intralATA and local service was largely
foxeclosed by regulatory fiat. The current and
anticipated changes in industry structure wrought by the
Telecommunications Act of 1996 have irretrievably altered
the incentives for LECs to implement carrier freezes in a
neutral and unbiased manner.

For example, as MCI points out (p. 5), some
LECs have offered PIC freeze mechanisms to end users
without disclosing that their gelection of this option
for their preferred IXC would also freeze the customers'
selections of an intraLATA toll and local carrier.
Especially when implemented by LECg immediately prior to
the availability of intral.ATA presubscription, such

“account level" freezes have had a clear anticompetitive

purpose and effect.!

-

Sea, s.g., Sprint Copmunications Co. . L.P._
Ameritech Michigan, Case No U-11038, 117 P.U.R.a™
429 (1996). There, the Michigan Public Utility i
Commission ("PUC") found a bill insert by Ameritech,
promoting account level carrier selection freezes,
mailed just as intralLATA presubscription was being
introduced, was misleading and anticompetitive. The
PUC restricted application of the freeze mechanism
to interLATA selections only until six months after
Ameritech mailed a corrective bill ingert to
subscribers. The Illinois Commerce Commission
likewise found unlawful Ameritech's identical
conduct in that state. See

MCI Telecommunications
Carp. v. Tllinois Rell Tel _n., Case No. 96-0075,
Order, April 13, 1996 ("ICC Order").




Additionally, many LECs' procedures make it
extremely difficult for customers, once they have elected
a freeze ogption, to remove a carrier gselection freeze or
to designate a new IXC or intraLATA carrier when there is
already a carrier selection freeze in place. Some LECS,
such as the GTE operating companies, require customers to
request a frozen PIC change in writing, using special
forms available only from the LEC, and refuse to allow
IXCs to provide copies of those forms to customers who
wish to change their carrier. Even in instances where
LECs allow oral customer authorization of a frozen PIC
change, end users face gerious obstacles because LECs
either have refused to accept three-way calls between end
users, their new carrier and the LEC, or have provided

inadequate capacity to process those calls without long
delays.?

cem

Moreover, LECS appear to have misled or
confused customers to adopt PIC freezes without
understanding the consequences of their actions or the

implications of that option for future carrier selection

Moreover, in most cases LECs offer facilities and
personnel to process three-way calls only during
noxrmal buginess hours, when it ig often difficult or
impossible for IXCs to reach residential customers
to establish those calls. Even where IXCs succeed
in establishing such calls, LEC business office
representatives have frequently misused those
contacts to market their own competing
interexchange, intraLATA or local services, instead

of simply processing the customers' carrier
selection changes.



changes. In particular, AT&T has experienced an
exceptionally high level of carrier change rejections in

Southern New England Telephone Company's ("SNET's")

service territory, amounting to three times the national

rate.? Subsequent surveys by AT&T of the affected

customers have disclosed that the end users were either

unaware of, or denied, having authorized freezing their
carrier selections. Both MCI and AT&T have already
initiated legal action against SNET for this and other
related misuse of the carrier freeze mechanism.*

These widespread LEC abuses demonétrate the
urgent need for the Commigsion to protect competition in
interexchange, intralATA and local services by adopting
market rules that will assuré consumers receive complete
and accurate infprmation about the consequences of
selecting a carrier freeze option, and the means for
changing their preferred carrier once a freeze option has

been implemented. AT&T suggests that the Commission

Rejections of carrier change ordexs submitted by
AT&T due to PIC freezes average about 7 percent
nationwide, while in SNET's service area the
rejection rate on this basis has amounted to 21
percent of the PIC changes submitted. See Lettex
dated April 9, 1997 from Mark C. Rosenblum, ATE&T, to
Regina M. Keeney, FCC, at p. 3 n.1l.

See
England _Tel_ _Ca ar al ., Civil pction No.
(D. Conn.), filed April 29, 1997; ATET Corp._ w.

Southern New England Tel _Cao. . et al., No.
397CV01056 (JBA), (D. Conn.), filed May 30, 1997.
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include the following minimum requirements for such
regulations:

(2) Incumbent LECg ("ILECs") should be
prohibited from affirmatively marketing intraLATA carrier
gselection freezes to their customers until at least one
year after the ILEC has fully implemented intraLATA toll
dialing parity throughout its service territory in a
state. This limitation will assure that ILECs do not use
the freeze option to overhang the intraLATA toll market
by prematurely restricting customers' ability to
effectuate changes in their intraLATA carrier selection.
Any intraLATA carrier freezes that have already been
implemented before the availapility of such dialing
parity should be promptly removed.®

(b) So long as they remain classified as
dominant carriers, ILECs should also be prohibited from
implementing local carrier selection‘freeZQS. Such a
prohibition is required to agssuxe that these carriers do
not abuse their undisputed market power to throttle
nascent local competition by new entrants.

(c) All carrier gelection freezes should he
adninistered at the service level (i.e., interLATA,
intraLATA or local) for each working telephone number in

customer's account, The Commission should prohibit both

See ICC Order (prohibiting Ameritech from applying
intrallATA carrier freeze until six months afterx
availability of intralATA presubscription).



